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YEARS 2014-15 AND 2015-16

Background

The Inmate Welfare Fund (IWF) is administered by the Sheriff's Department (Sheriff),
and governed by the Inmate Welfare Commission (Commission). The Commission is
comprised of private citizens appointed by the Sheriff. The IWF receives profits from
sales of items and services to inmates and the public (e.g., commissary sales, inmate
telephone services, etc.). IWF’s monies are used for the benefit, education, and welfare
of inmates, and for jail maintenance.

Audit Scope and Objectives

At the Sheriff's request, we contracted with an outside Certified Public Accounting firm,
BCA Watson Rice LLP (BCA), to conduct a financial/compliance audit of the IWF for
Fiscal Years 2014-15 and 2015-16. BCA'’s audit was intended to express an opinion on
the IWF’s financial statements, and determine whether the Sheriff properly accounted
for and disbursed IWF funds. BCA conducted the audit under the Auditor-Controller's
Master Agreement. BCA also performed several agreed-upon procedures, primarily to
evaluate the internal controls over revenues and expenditures, and the financial
reporting system of the Commission’'s IWF for the period of July 1, 2014 through
June 30, 2016.
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Review Summary

BCA's review report (Attachment |) indicates that the IWF's financial statements present
fairly, in all material respects, the financial position of the IWF as of June 30, 2015 and
2016, and the results of its operations and the changes in its net financial position for
the years then ended.

As part of the audit, BCA reviewed the IWF’s internal controis over financial reporting
and did not identify any deficiencies that they consider to be material weaknesses. BCA
tested the IWF's compliance with certain provisions of laws, regulations, contract
agreements, and other matters, including California Penal Code Section 4025. BCA
noted no instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards.

BCA’s agreed-upon procedures report (Attachment Il) indicates they performed the
following procedures:

1. Reviewed the financial statement formats and made recommendations to improve
functionality, lay-out, ease or understanding, terminology, and the requirement for
each statement prepared.

2. Determined if additional financial statements or reports should be prepared and
submitted to the Commission, and whether any existing financial statements or
reports are not necessary.

3. Evaluated and made recommendations to strengthen the disbursement process
and internal controls over revenue and expenditures.

4. Reviewed the prior agreed-upon procedures report and determined the
implementation status of prior year's recommendations which were reported as
partially resolved.

During the course of their agreed-upon procedures, BCA made recommendations for
the Sheriff to automate the preparation of Commission reports, and to prepare and
submit one additional informational report to the Commission. BCA discussed the
results of their review with Sheriff's representatives, who generally agreed with the
recommendations.

Prior Audit Reports

BCA indicated that two recommendations from the prior IWF audit report (Fiscal Years
2011-12 through 2013-14) are resolved, and one recommendation is partially resolved.

Details of BCA’s recommendations and the Sheriff's responses on both the current and
prior recommendations are discussed in Attachment |l.
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If you have any questions please call me, or your staff may contact Robert Smythe at
(213) 253-0100.

JN:AB:PH:RS:YK
Attachments

¢: Sachi A. Hamai, Chief Executive Officer
Jim McDonnell, Sheriff
Audit Committee
Countywide Communications
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INDEPENDENT AUDITORS’ REPORT

M. John Naimo
Auditor-Controller
County of Los Angeles
Los Angeles, California

Report on the Financlal Statements

We have audited the accompanying financial statements of the County of Los Angeles Sherift™s
Department Inmate Welfare Fund (IWF), a tfund of the County of Los Angeles, as of and for the
fiscal years ended June 30, 2016 and 2015, and the related notes to the financial statements, which
collectively comprise the IWF’s financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements
. ] .

The IWEF's managemeitt is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States of
America: this includes the design, implementation, and maintenance of internal control relevant to
the preparation and fair presenmtation of the financial statements that are free from material
misstatement. whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Govermment Auditing
Standards. issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the IWE’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
signiticant accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.
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We Dbelieve that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Opinion

In owr opinion. the financial statements referred to above present fairly. in all material respects. the
financial position of the IWF as of June 30. 2016 and 2015. and the results of its operations and the
changes in its ner financial position for the vears then ended. in conformity with accounting
principles generally accepted in the United States of America.

Other Matter
Requiired Supplementary Information

Management has omitted management’s discussion and analysis and budgetary comparison
mformation that accounting principles generally accepted i the United States of America require
to be presented to supplement the basic financial statements. Such missing information. althougl
not a part of the basie financial statements. 1s required by the Governmental Accounting
Standards Board who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational. economic. or historical context. Our
opinion on the basic statements is not affected by this missing information.

Orher Reporting Required by Governmen! Anditing Standards

In accordance with Govermment Auditing Standards. we have issued our report dared December 12,
2017. on our considerarion of the I'WF's interual control over financial reporting and our tests of its
compliance with certain provisions of laws. regulations. contract agreements. and other marters. The
pwpose of that report is fo describe the scope of owr resting of internal conmol over financial
reporting and comphance and the results of that testing. and not to provide an opinion on the inreral
control over financial reporting or on compliance. That report is an integral part of an andi
performed in accordance with Govermnnent Auditing Standards i considering the TWF's inrernal
connol over financial reporting aud compliance,

Beh Whtsom Kz, LLP

Tomrance. CA
December 12. 2017

to
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COUNTY OF LOS ANGELES
SHERIFF'S DEPARTMENT INMATE WELFARE FUND
BALANCE SHEETS
JUNE 30, 2016 AND 2015
2016 2015
Assets

Assets

Equity i cash and pooled investments ¢ 3T.8ann0 $ 30303012

Interest receivable S1.943 78517

Due from Cowity of Los Angeles 1.061.760 977.605
Total assets $  39.033.052 $  40.362.054

Liabilities and Fund Balance

Liabilities

Vouchers payable $ 710.686 $ 2.429.383

Dug to County of Los Angeles S.A4L4.154 141.571
Total Liabilities 9.124.840 2.570.954
Fund Balance

Commutred 23.090.648 29.558.372

Unassigned 6.817.564 8.232.708
Total net assets 29.908.212 37.791.080
Total habilities and fund balance $ 39033032 $  40.362.034

The accompanying notes are an integral part of these financial statements.
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COUNTY OF LOS ANGELES
SHERIFF'S DEPARTMENT INMATE WELFARE FUND

STATEMENT OF REVENUES. EXPENDITURES AND CHANGES IN FUND BALANCE
FOR THE FISCAL YEARS ENDED JUNE 30, 2016 AND 2015

2016 2015
Revenues
Commissions $ 31.363.550 $ 35216543
Hacienda La Puente Education program refund 3.350.000 -
Investment inconie 300937 252017
Meal program 3:41.256 -
Miscellaneous 482.501 672.400
Total revenues 36.038.244 34140960
Expenditures
Food 9433326 11.035313
Maintenance-building and improvements 6.292.460 5.220.987
Techmical services 6.200.287 5.700.579
Computing mainframe 5950425 3.512.767
Equipment 3274714 1.668.941
Administratve seivices 1.315.067 1.437.156
Professional services 47,604 839413
Special department expense 669.167 873985
Small tools and minor equipment 667.325 9:46.799
Office expenses 432511 343.663
Maintenance-equipment 436.263 643378
Clothing and personal supplies 333543 228.559
Computing personal 307545 402371
Communications 119.352 123924
Rents and leases — equipment 108.010 412.705
Computing midrange deparmuental systems 100.261 4875
Training 99.265 105.130
Telecommumications 90.942 105.187
Transportation and travel S1.247 155318
Household expenses 65.650 121.147
Medical. dental and laboratory supplies 44.671 33900
Memberships B 288
Information technology services - 114.229
Miscellaneous 43.685 5.964
Total operating expenses-carried forward 36.835.320 33.741.562

The accompanying notes are an integral part of these financial statements.
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STATEMENT OF REVENUES, EXPENDITURES AND CITANGES IN FUND BALANCE

FOR THE FISCAL YEARS ENDED JUNE 30, 2016 AND 2015

Total operating expenses-brought forward
Excess (deficit) of revenues over expenditures

Other finnncing sources (uses)
Transfers-out to County of Los Angeles general fund

Excess (deficit) of revenues over expenditures and other financing uses

Fund balance at begmmng of year. as onginally stated
Prior-period adjustments (Note 9)
Fund balance ar beemmng of vear. as restared

Fund balance at end of year

The accompanying notes are an integral part of these financial statements

2016 2015
36.835.320 35.741.562
(797.076) (1.600.602)
(8.427.657) (94.849)
(9.224.733) (1.695.451)
37.791.080 39.412976
1.341.865 73,555
39.132.945 49.486.531
29.908.212 37.791.080
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COUNTY OF LOS ANGELES
SHERIFF'S DEPARTMENT INMATE WELFARE FUND

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEARS ENDED JUNE 30, 2016 AND 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the County of Los Angeles Sheriff's Department Iimate Welfare Fund
(IWF) have been prepared in conformiry with accounting principles zenerally accepted in the Unired
States of America. The accownring policies of the TWF contorm to accounting principles generally
accepted in the United States of America as applicable to governmental wnits. The following is a
sununary of the more significant of such policies.

Financial Reporting Entity

The IWF was established pursuant to the State of California Penal Code Secrion 4025, The major
sowrces of revenues of the IWF are composed of commissions received fiom contracted relephone
services and commissary sales and vending machine sales which are for the mates™ use and benefit,
Additionally. as described in Note 7. the IWF received reimbursement from Hacienda La Puente
Unified School District for ADA {average daily attendance) money that it receives from the State for
mmates thar receive educational services. The expendinuwes of the IWF are governed by the
California Penal Code Section 4023 which states that "The money and property in the immare welfare
fimd shall be expended by the sheriff primarily for the benefit. education. and welfare of the inmates
confined within the jail.  Any funds that are not needed for the welfare of the inmates may be
expended for the mamtenance of county jail facilities. Maintenance of county jail facilities may
meludle. but is not limited to. the salary and benefirts of personnel used i the programs to benefit the
mmates. including. but not limited to. educarion. dmg and alcohol meament. welfwe, library.
accounting. and other programs deemed appropriate by the sheritf.”

Starting with the fiscal year beginning July 2000. and as required by the State of California Penal
Code Section 4025, fifty-one percent (51%) of the annual IWF revenue was assigned solely and
exclusively to programs for the benefit. welfare. rehabilitation. and education of jail inmates. The
remaining forty-nine percent (49%) of the annual TWF revenue is eanmarked solely for jail
maintenance.

The Inmate Welfare Conmmission (IWC) oversees the expendinwes for immate programs. including
bur not limited to educational. rehabilitative and other expenditures for the welfare and benefit of the
immates. The Sheriff's Correctional Services Division. County Counsel Representative. and Budget
Authority oversee the expenditures for jail maintenance.
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COUNTY OF LOS ANGELES
SHERIFF'S DEPARTMENT INMATE WELFARE FUND

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEARS ENDED JUNE 30, 2016 AND 2015

NOTE 1 - SUNMDMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Basis of Accounting

The governmental fund tinancial statement is presented on the modified accrual basis of accounting.
Under the moditied acerual basis of accounting. revenues are recorded when susceptible to acerual
(ie.. both measurable and available). “Available™ means collectible within the cwrent period or
within 60 days after vear-end. Expenditures are recognized under the modified accrual basis of
accounting when the related liability is incurred. The exception to this general rule is that principal
and interest on general obligation long-term debt, it any. is recognized when due.

Basis of Presentation

The TWF 15 reported as a special revenue govermmental type fund of the County of Los Angeles.
Special revenue funds are used to account for the proceeds of specific revenue souwrces that are
legally restiicted to expenditures for specific puiposes. Govermunental funds are presented using the
flow of current financial resources measwrement focus. Generally this means only cirent assets and
cunrent liabilies are mcluded on the balance sheet. Governmental fund operating statements focus
on measuring chianges in financial position. rather than net income. The operating statement presents
mereases (revenues and other financimg sowces) and decreases (expendinmes and other financing
uses) in net cwrent assets.  The unassigned fund balance is a measurement of available spendable
resources.

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
i the United Stares of America requires management o make estimares and assumptions thar affect
the reported amount of certain assets and labilities and disclosure of contingent assets and liabilities
at the date of the basic financial statements. and the related repoited amounts of revenues and
expendinures expenses during the reporting period.  Actual results could differ from those estimates.
Management believes that the estimates are reasonable.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE FISCAL YEARS ENDED JUNE 30, 2016 AND 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Concentration of Sources of Revenues
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The majority of the IWF’s revenues are derived from commissions from a few telephone and vending
machine companies. For the fiscal years ended June 30. 2016 and 2015, the percentages of revenue

received from each of the following companies to total revenues were as follows.

Percentage to Total

Revenue Source 2016 2018

Conunissions

Telephone Conuission — Public Communication Services 39% 42°

Conumnissary Conunission-Keefe Conunissary Network 19% 55%
Hacienda La Puente Education Program Fund 9% -
Meal program 1%a -
Other Revenues

Investment income 1% 1%

Miscellaneous (Vocational Activities. Jail Enterprise Unit. etc.) 1% RADS

NOTE 2 - EQUITY IN CASH AND POOLED INVESTMENTS

The IWTF cash is included in the County's balance sheet as “Equity in Cash and Pooled Investments™.
The County maintains a cash and invesunent pool for all funds of the County and other agencies for
which the County teasury is the depository. Interest earned on the pooled funds is allocated and
credited to these funds quarterly. Equity in cash and pooled investments for the fiscal years ended
June 30. 2016 and 2015 were $37.889.5349 and $39.305.912. respectively. Further disclosures
regarding the County's cash and investments are included in the Notes of the County’s fiscal years

ended June 30. 2016 and 2015 Comprehensive Amual Financial Report.

o
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COUNTY OF LOS ANGELES
SHERIFF'S DEPARTMENT INMATE WELFARE FUND

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEARS ENDED JUNE 30, 2016 AND 2015

NOTE 3 - FUND BALANCE

In the fund financial statements. the governmental fiunds report the classificarion of fund balance in
accerdance with GASE Statament No, 54 “Tuad Balanice Reporting and Govenmmental Tund Type
Definitions.” The reported fund balances are categorized as non-spendable. restricted. conunitted.
assigned. or unassigned based on the exrent to which the IWF Commissioners are bound to honor

constraints on the specific purposes for which amounts in those fimds can be speut.

Non-spendable Fund Balance — amounts that cannot be spent because theyv are either (a)
not in spendable form. or (b) legally or contracmally required to be maintained miact.
The “not in spendable form™ criterion includes items that are not expected to be
converted to cash. for example: inventories and long-term notes receivable.

Restricted Fund Balance — amounts with constrains placed on their use that are either
(a} externally imposed by creditors. grantors. contributors. or laws or regulations of
other governments: or {bj imposed by law through constitutional provisions or enabling
legislation.  Resnictions may eflectively be changed or lifted only by changing the
condition of the coustraint.

Committed Fund Balance — amounts that can only be used for the specific purposes
detennined by a formal action of the Authority™s highest level of decision-making
authonty. the Authorty’s Board.  Conuninments may be changed or lifted only by the
Authority raking the smne formal action that imposed the constramnt onginally. The
underlving action that imposed the limitation needs to occur no later than the close of
the fiscal vear

Assiened Fund Balance — amounts intended to be used by the Authority for specific
purposes that are neither restricted nor committed. The intent can be established at
either the highest level of decision making. or by a body or an ofticial designared for
that pwpose.

Unassigned Fund Balance — the residual classitication for the Authority’s General Fund
thar includes amounts not contamed in other classificatons. In other tunds. the
unassigned classificarion 1s used only if expenditures incurred for specific purposes
exceed the amounts restricted. committed. or assigned to those purposes.

The TWF Conumnissioners establishes. modifies. or rescinds fund balance conmmmimments and
assignments through the adoption of the budget aud subsequent amencments that occur throughout
the fiscal vear.

In circumstances when an expenditure is made for a purpose for whicl amounts are available in
nultiple fund balance classifications. fund balance is zenerally depleted in the order of restricted
conmumitted. assigned. and unassigned.

9



Attachment |
Page 12 of 20

COUNTY OF LOS ANGELES
SHERIFF'S DEPARTMENT INMATE WELFARE FUND

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEARS ENDED JUNE 30, 2015 AND 2015

NOTE 4 - TRANSFERS OUT

Transters to support the operations of other funds are recorded as “Transfers Our” and are classified
as ~Other Financing Uses.” Transters out ro County of Los Angeles General Fund for the fiscal
years ended June 30. 2016 aud 2015 were $8.427.657 and S94.849. respectively.

NOTE 5 - DUE TOFROM COUNTY OF LOS ANGELES

Due to'from Counfy of Los Angeles consists of expendinures and revenues that have been paid or
received on behalf of the IWF. by the County of Los Angeles and have not yet been transterred to the
TWF as of the end of the fiscal year. Due from County of Los Angeles for the fiscal vears ended June
30. 2016 and 2015 were $1.061.760 and $977.605. respectively. Due to Countv of Los Angeles for
the fiscal years ended June 30. 2016 and 2015 were S8.414.154 and S141.57 1. respectively.

NOTE 6 - EQUIPMENT/CAPITAL OUTLAYS

Capiral outlay consists of expenditures for equipment. machinery. and vehicles. The TWF does nort
capitalize these expendirures. but the County of Los Angeles (which the Inmare Welfare Fund is a
fund of) does capitalize capital cutlays. Please see the County of Los Angeles fiscal vears ended
June 30. 2016 and 2015, Comprehensive Annual Financial Report for fwther informarion regarding
capital outlays.

NOTE 7 - SUBSEQUENT EVENTS

The IWF had an agreement with the Hacienda La Puente Uhnfied School District (District) to
establish. supervise. and mainrain ¢lasses for adulr education and to provide testing. suidance. and
educational vocational services ar the Sheriff's Facilities, The IWF made quarterly pavments
troughout the fiscal vear (based on an estimated amount determined prior to the start of the fiscal
year) o reimburse the District for the cost of services provided for inmates. After the fiscal vear end,
the District deternuned the actual amount expended for the TWF and took this difference and added
in the amount rhar the State reimbwrsed the Distct for the Average Daily Attendmce (ADA) of the
inmares. This amount was refunded back o the TWF.

Duwring fiscal vear 2010-2011. the IWF discontinued the adult education services provided by the
District to the immates due to the District’s inability 1o meet the obligation of the agreement,
particularly the remitrance of the ADA reimbwsement for the fiscal years 2008-2009 and 2009-2010.
On May 17, 2011, the IWF formally mformed the District of its intention to terminate its Adult
Education Services Agreement effective August 15, 2011, On May 11. 2012, the IWF received
$5.803.126 from the District as reimbursement of the FY 2008-2009 ADA apportionment. The ADA
retmbursenent for fiscal vear 2009-2010 of $4 million remained uncollected trom the District until
fiscal year 20152016, On November 24. 2015, the TWF received $3.350.000 from the District as
tinal setrlement of the FY 2009-2010 ADA apportiomment.

10
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COUNTY OF LOS ANGELES
SHERIFF'S DEPARTMENT INMATE WELFARE FUND

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEARS ENDED JUNE 30, 2016 AND 2015
NOTE 7 - SUBSEQUENT EVENTS (Continued)
The IWF's management has evaluated subsequenr events through December 12, 2017, the dare
these financial statemenis were available o be issued. Based upon this evaluation. it was
detennined hal no oiher subsequent evenis occunred (hat requite recognition o1 additioual
disclosure in the financial starements.

NOTE 8 - AGREEMENTS AND COMMITMENTS

Inmmnares Education Services

On August 20, 2012, the IWF entered into a Memoraudum of Understanding (MOU) with Five Keys
Charter School (Charter School) for thie education services of the mumnates, whereby the Charter
School will provide the services at no cost to the County. The Charrer School shall recover its cost of
providing rhe education services twough the Average Daily Atrendance (ADA) reimbursement from
the State or other mdependent funding to be out-sowrced by the Charter School. The MOU expired on
July 30. 2017. The agreement has undergone several amendments and the latest one was executed on
August 22. 2017, which amended the term of the agreement until May 31. 2018 and with a maximum
contract amount to be paid by the I'WF of $37.278.066.

Dunare Telephone Svsrem and Services

The IWF has a conwmact with AT&T. winch was subsequently assigned to Global Tel*Link
Corporation on Febmiary 21. 2010, in which it receives an annual amount for telephone commissions
based on the contract terms. Effective January 1. 2011, the contract with Global Tel*Link
Corporarion was extended mntil Ocrober 31. 201 1. in which payments of conunissions to the County
is on a monthly basis based upon actual conunissions earned by the County.

On November 1. 2011. a new Imnare Telephone System and Services agreement was executed
between the LA Countv Sherift's TWF and Public Communication Services. Inc. wherein the TWF
will eamn a Minmmnn Amval Guarantee in telephone conunissions of $15 million or a monthly
telephone commission of $1.230.000 to be paid every 10th day of each month. The agreement will
expire on October 31. 2018,

Food and Connmissan: doreentent

The IWF has also a confract with a third party that provides goods (food and other products
purchased by inmates) in which the vendor sells goods to the immates and provides a commission
based on the total sales to the TWF.

1
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COUNTY OF LOS ANGELES
SHERIFF'S DEPARTMENT INMATE WELFARE FUND
NOTES TO THE FINANCIAL STATEMENTS

FOR THE FISCAL YEARS ENDED JUNE 30, 2016 AND 2015

NOTE 9 - PRIOR PERIOD ADJUSTMENTS

The fund balances as of June 30. 2016 and 2015 were restated to reflect the following adjustments:

2016 2015

Fund balanez begnuung of the year. as ortgmally stared $ 37.791.080 S 39412976
Prior-period adjustments:

1) Pror-year web sales recogmzed 1 rhe current year 91.298 T14S8S

2) Prior-vear releplione comnussion nicome racogmzed in the current vear-ner 1.250.000 2.100

3) Prior-year miscellaneous mncome recogmized i the current yenr 567 -

Total prior-pertod adjustinents 1.341.865 73.555

Fund balanee begining of the year, as restated S 39132945 S 39.486.531
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE

WITH AATTETDNIAENT (TTNITING CTAVN iDNhCO
TY AL AL VAU P AN LRl T e AU AR A AL AT P S RN

Mr. John Naimo

Auditor-Controller

County of Los Angeles

Los Angeles. California

We have audired, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contined i Governmmens Auditing
Standards issued by the Comptroller General of the United Stares, the financial statements of the
County of Los Angeles Sheriff’s Department Inmare Welfare Fund (IWF) as of and for the fiscal
vears ended Jupe 30, 2016 and 2015 and the related notes to the financial statements and have issued
our report thereon dated December 12. 2017.

Inrernal Control over Financial Reporting

In planning and performing our audit of the financial starements. we considered the TWF's imtemal
conirol over financial reporting (internal control) to detennine the audit procedures that are
approprate in the circumstances for the purpose of expressing our opinion on the financial
statements. but not for the purpose of expressing an opinion on the effectiveness of the TWF's
intermal control. Accordingly. we do not express an opinion on the effectiveness of the IWF's
internal control.

A deficiency in internal conrrol exists wlen the design or operation of a control does not allow
management or emplovees in the normal course of performing their assigned fimctions. to prevent. o1
detect and comrect misstatements on a timely basis. A waterial weakness is a deficiency, or
combmation of deficiencies. in mtemal control. such that there is a reasonable possibility that a
material nusstatement of the financial statements will not be prevented. or detected and corrected on
a timely basis. A significant deficiency is a deficiency. or a combination of deficiencies. in internal
control that is less severe than a material weakuess, yet important enough to merif artention by those
charged with governance.

Our consideration of internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and was not designed to 1dentify all deficiencies in internal control
over financial reporting thar might be material weaknesses or significant deficiencies. Given these
limitations. during our audit we did not identify any deficiencies in internal control over financial
reporting that we consider to be waterial weaknesses. However. material weaknesses may exist that
have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the IWF's financial statements are free of
material misstatement. we performed tests of its compliance with certain provisions of laws,
regulations. contract agreements. and other marers. including California Penal Code Section 4025.
noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However. providing an opinion on compliance with those provisions was not an
objective of our audit. and accordingly. we do not express such an opinion. The results of owr tests
disclosed no instances of noncompliance or other matters that are required to be reported under
Govermmnent Auditing Standards, including the requirenient of California Penal Code Section 4025.

Restriction on Use

This report is intended for the information and use of the management of the County of Los Angeles
Sheriff’s Department, the County of Los Angeles Board of Supervisors. Auditor-Controller. and the
Inmare Welfare Fund Conunission and is not intended to be and should not be used by anvone other
than these specified parties. However. this limitation is not meant to linit the distribution of this
report which is a matter of public record.

Beh Whtson Kz, P

Torrance, CA
December 12. 2017

14
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8 c A w ’ "' l l P 21250 Hawthorne Blvd Sutte 150 Telephone 310 792 4640
a 50” ’ce Torrance. CA 40503 Facsimile 310 792 4331

Cerlitied Public Accountants and Advisors waw beawatsonrice com

December 12, 2017

M. John Naimo
Audifor-Controller
County of Los Angeles
Los Angeles. California

We have audited the financial statements of the County of Los Angeles Sheniff’s Department
Inmate Welfare Fund (IWF) as of and for the fiscal vears ended June 30, 2016 and 2015 and
have 1ssued our report thereon dated December 12, 2017. Professional standards require that we
advise vou of the following matters relating to owr audit.

Our Responsibility under Generally Accepted Auditing Standards (and when applicable,
Government Auditing Standards)

Owr responsibility. as described by professional standards. 15 to formn and express an opuuon
about whether the financial statements that have been prepared by management with your
oversight are presented fairly, in all material respects, i conformty with accounting principles
generally accepted in the United States of America. Our audit of the financial statements does
not relieve you or management of your respective responsibilities.

Our responsibility, as prescribed by professional standards. is to plan and perform our audit to
obtain reasonable, rather than absolute, assurance about whether the financial statements are tree
of material misstatement. An audit of financial statements includes consideration of nternal
control over financial reporting as a basis for designing audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the etfectiveness of the
entity’s internal control over financial reporting. Accordingly, as part of our audit, we
considered the internal control of TWF solely for the purpose of determining our audit procedures
and not to provide any assurance concermmng such internal control.

We are also responsible for communicating significant matters related to the audit that are. in our
professional judgment, relevant to your responsibilities i overseeing the financial reporting
process, However, we are not required to design procedures for the purpose of identitying other
matters to comnuiiicate to vou.

There were no tindings regarding significant control deticiencies over financial reporting and
material noncompliance noted during our audit.
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Planned Scope and Timing of the Audit

We conducted our audit consistent with the planned scope and timing we previously
communicated to you during our entrance conference,

Qualitative Aspects of the Entity’s Significant Accounting Practices
Significant Accounting Policies

Management has the responsibility to select and use appropriate accounting policies. A
sumimary of the significant accounting policies adopted by IWF is included in Note | to the
financial statements. There have been no initial selection of accounting policies and no changes
1 significant accounting policies or their application during fiscal years 2015-16 and 2014-15
No matters have come to our attention that would require us, under protfessional standards, to
mform you about (1) the methods used to account for signiticant unusual transactions and (2) the
etfect of significant accounting policies in controversial or emerging areas for which there is a
lack of authoritative guidance or consensus.

Significant Accounting Estimates

Accounting estimates are an integral part of the tinancial statements prepared by management
and are based on management's current judgments. Those judgments are normally based on
knowledge and experience about past and current events and assumptions about tuture events.
Certain accounting estimates are particularly sensitive because of their significance to the
financial statements and because of the possibility that tuture events affecting them may differ
markedly from management’s current judgments.

The most sensitive accounting estimates affecting the tfinancial statements are encumbrances.
Encumbrances are estimations of cost related to unperformed contracts for goods and services.

Management’s estimate of the encumbrance is based on expenditures that will ultimately result if
unperformed contracts in process at fiscal year end are completed. We evaluated the key factors
and assumptions used to develop the encumbrance and determined that it is reasonable in relation
to the basic financial statements taken as a whole.

Financial Statement Disclosures

Certain financial statement disclosures mvolve significant judgment and are particularly sensitive
because of their significance to financial statement users. There are no sensitive disclosures
atfecting IWF’s tinancial statements.

Significant Difficulties Encountered during the Audit

We encountered no significant difficulties in dealing with management relating to the
performance of the audit.

[\
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Uncorrected and Corrected Misstatements

For purposes of this communication, professional standards require us to accumulate all known
and likely misstatements identified during the audit, other than those that we believe are trnvial,
and communicate them to the appropriate level of management. There are no uncorrected
musstatements relating to IWF.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a
matter, whether or not resolved to our satisfaction. concerning a financial accounting, reporting,
or auditing matter. which could be significant to IWF's financial statements or the auditor’s
report. No such disagreements arose during the course of the audit.

Representations Requested froim Management

We have requested certain written representations from management, which are included 1n the
letter dated December 12, 2017.

Management’s Consultations with Other Accountants

In some cases. management may decide to consult with other accountants about auditing and
accounting matters. Management informed us that, and to our knowledge, there were no
consultations with other accountants regarding auditing and accounting matters.

Other Significant Findings or Issues

In the normal course of our professional association with IWF, we generally discuss a varniety of
matters, including the application of accounting principles and auditing standards, operating and
regulatory conditions affecting the entity. and operational plans and strategies that may atfect the
risks of material misstatement. None of the matters discussed resulted in a condition to our
retention as IWF’s auditors.

This report 1s intended solely tor the information and use of the use of the management of the
County of Los Angeles Sherift’s Department, the County of Los Angeles Beard of Supervisors,
Auditor-Controller, and the Inmate Weltare Fund Commission and is not intended to be and
should not be used by anyone other than these specitied parties. However. this lumitation is not
meant to limit the distribution of this report which is a matter of public record.

Very truly yours,

Feh Whtsm ez, (LP
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Mr. John Naimo
Auditor-Controller
County of Los Angeles
Los Angeles, California

In planning and performing our audit of the financial statements of the County of Los Angeles
Sheriff's Department Inmate Weltare Fund (IWF) for the fiscal years ended June 30, 2016 and
2015 on which we have 1ssued our reports dated December 12, 2017, we considered the IWF’s
internal control in order to determine our auditing procedures for the purpose of expressing an
opinion on the financial statements of the IWF and not to provide assurance on the internal
control structure. Such consideration would not disclose all matters in the internal control
structure that might be deficiencies, significant deficiencies, or material weaknesses under
standards established by the American Institute of Certified Public Accountants.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees in the normal course of performing their assigned tunctions, to
prevent, or detect and correct misstatements in a timely basis. A material weakness is a
deficiency, or combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis. We did not idenufy any deficiencies in internal
control over financial reporting that we consider to be material weaknesses, as defined above.

During our audit, we noted no matters involving intemal control and operational matter that is
presented for your consideration.

This communication is intended solely for the information and use of the management of the
County of Los Angeles Sheritf’s Department, the County of Los Angeles Board of Supervisors,
Auditor-Controller, and the Inmate Welfare Commission and is not intended to be and should not
be used by anyone other than these specified parties. However, this limitation is not meant to
limit the distribution of this report which is a matter of public record.

Fch Whdson Qoez, (LP

December 12, 2017
Torrance, Calitornia
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INDEPENDENT AUDITORS’” REPORT
ON APPLYING AGREED-UPON PROCEDURES

Mr. John Naimo
Auditor-Controller
County of Los Angeles
Los Angeles, California

We have performed the procedures enumerated below, which were agreed to by the County of Los
Angeles Sheriff’s Department and the Auditor-Controller (County). solely ro assist the County in
evaluating the internal controls over revenues and expenditures, and the financial reporting system of
the County of Los Angeles Sheriff's Department Tiunate Weltare Fund (IWF) for the period July 1.
2014 through June 30. 2016.

This engagement to apply agreed-upon procedures was perforined in accordance with the attestation
standards established by the American Institute of Certified Public Accountants. The sufficiency of
the procedures is solely the responsibility of the specified parties of this report. Consequently. we
make no representation regarding the sufficiency of the procedures described below either for the
purpose for which this report has been requested or for any other purpose.

Our procedures are enumerated below and the results of each procedure are summarized in the
exhibits of these reports.

Results and
Procedures Reconunendations

I. Review the financial statements formats and make Exhibit A
recommendations to umprove functionality. lay-out. ease of
understanding, terminology. and the requirement for each
statement prepared.

(2% ]

Derermine if additional financial statements or reports should be Exhibit B
prepared and submitted to the Inmate Welfare Commission

(IWC), and wherher any existing financial statements or reports

are not necessary.

3. Evaluate and make recommendations to strengthen the Exhibit C
disbursement process and internal controls over revenue anc
expenditures.

4. Review the prior agreed-upon procedures report and determine Exhibit D
the implementation status of prior year’s recommendations
which were reported as partially resolved.
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This report is mtended solely for the use of the management of the Counry of Los Angeles Sheriif's
Deparnnent. the County of Los Angeles Board of Supervisors. Auditor-Controller. and the Inmare
Weltare Conunission and should not be used by those who have not agreed to the procedures and
taken responsibility for the sufficiency of the procedures for their purposes. However. this limitation
15 not meant to limit the distribution of this report which is a matter of public 1ecord.

Whtson ez, (LP

December 12, 2017
Tormrance, Califomia

[E)
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LOS ANGELES COUNTY
SHERIFF'S INMATE WELFARE FUND

AGREED-UPON PROCEDURES
REVIEW OF FINANCIAL STATEMENTS FORMATS SUBMITTED TO
INMATE WELFARE COMMISSION (IWC)
FOR THE PERIOD JULY 1, 2014 THROUGH JUNE 30, 2016

Reports Subimnitted Observations, Comments, Recommendatious
to Inmate Welfare Comnission and Management's Response

1} Statement of Ner Assets — This statement  We reviewed the repott as of June 30. 2016 and
contais the assets (casl interest receivable  noted that our prior-year audit recommendations
and due from other funds). iabilities (vouchers  have been inuplemented:

pavable and due from other funds). and net 1. To indicate total assets and total liabilities
assets (comprising the enciunbrances. approved ile report.

request and the avmlable funds). The primary 2. To correct the report’s net assets calculation
pupose of this report is to presemt the to equal assets munus liabilities.

remaining available net assets, wlich will serve
a5 a guide for the Commissioners to detennme
whetlier funds are available when they make a
decision o approve or disapprove a funding
request

2) Cash Balance Schedule — The primary As is. no improvements reconunended.
purpose of this report is to present the
movement of the cash account from the
beginning of the fiscal year until the end of the
fiscal year. The ending balance is the amount
of cash presented in the Statement of Net
Assets reporf (no. 1 above)

3) Carry Over Fund - The primary pupose of  Asis. no improvements recommended.
this page is to support the amouat of the canry
over fund presented in the cash balance
schedule.  This report shows the difference
berween the balances of the assers (except
cash) and liabilities. which is forwarded to the
Cash Balance Schedule report.

4) Anticipated  Revenne  Worksheer - This  As is. no improvements recommended,
schedule presents the itemized vear-to-date
anticipated  revenue  and  actmal  revenue
collecred. Tt also presents the over and under
revemie realized (antcipated versus actual)
durng the vear. The format of thus report was
designed o assist the Counnissioners i
determuning at a glance how mueh was the
anticipated revenue and the actual amount
collected or realized, The amount of collected
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Exhibit A
LOS ANGELES COUNTY
SHERIFF’S INMATE WELFARE FUND
AGREED-UPON PROCEDURES
REVIEW OF FINANCIAL STATEMENTS FORMATS SUBMITTED TO
INMATE WELFARE CONMMISSION (IWC)
FOR THE PERIOD JULY 1, 2014 THROUGH JUNE 30, 2016
Reports Submitted Observations, Comnments, Recommendations

to Inmate Welfare Commission and Management’s Response

revenue in this report supports the amount of
revenue as presented in the cash balance
schedule.

3) Expenditures Summary — This schedule is an  As i5. no improvements recommended.
itemization of the year to date inmate programs
and  facilities expenditures by expendinure
categories.

Schedule Due From Other Funds — This  As is. no muprovements reconmended.
schedule is an itemization of the vear to date

money due from other funds (within the

Cowty) to the immate programs and facilities

infrastructure.  The total amount of due from

other funds flows to the Closing Statement of

Net Assets.

6

o)

7) Schedule of Due Te Other Funds — This  As is. no mprovements recommended.
schedule is an itenuzation of the year to date

money due to other funds (withm the County)

from the mmate programs and facilities

infrastructure. The total amount of due to other

finds flows to the Closing Statement of Net

Assets.

8) Schednle of Accounts Payable — This is an As is. no improvements reconunended
itemization of the inmate programs and
facilities  infrastructure  vouchers payable
balance year to date that flows into the

Statement of Net Asset.

9) Schednle of Touchers Parable — This is an  As is. no improvements recommended.
itemization of the inmate programs and
facilities  infrastructure  vouchers  payable
balance year to date that flows into the
Statement of Ner Asset.

10y Schedule of Encumbrances — This is an  As is. no improvements recommended.
itemization of the inmarte programs and
facilities infrastructure encumbrances
(approved purchased orders but no delivery vet
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LOS ANGELES COUNTY
SHERIFF'S INMATE WELFARE FUND
AGREED-UPON PROCEDURES
REVIEW OF FINANCIAL STATEMENTS FORMATS SUBMITTED TO
INMATE WELFARE COMNDMIIISSION (IW(O)
FOR THE PERIOD JULY 1, 2014 THROUGH JUNE 30, 2016
Reports Submitted Observations, Comments, Recommmendations

to Inmate VWelfare Cominission and Management's Response

of the products or services). Tlis amount is
presented under net assets in the closing
staterient of net assets

L1y Schedunle of Approved Requests — This 15 an - As is. 1o mmprovenents recommended.
iremization of the inmate programs and
facilines infrastructure requests (approved
request for funding but ne purchased order
yet). This amount is presented under net
assets in the closing statement of net assets.
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Exhibit A
LOS ANGELES COUNTY
SHERIFF'S INMATE WELFARE FUND

AGREED-UPON PROCEDURES
REVIEW OF FINANCIAL STATEMENTS FORMATS SUBMITTED TO
INMATE WELFARE COMMISSION (IW()
FOR THE PERIOD JULY 1, 2014 THROUGH JUNE 30, 2016

General Observations

In reviewing the foregoing reports we considered the nsefulness of the data presented with regards to
the requirements of the Iinate Welfare Commission. We found the foregoing reports are useful for
the Commissioners in making decisions in overseeing the Inimate Welfare Fund.

We noted however. that the preparation of the foregoing reports would entail considerable time to
complere since most of these repoits are manually prepared using the Microsoft Excel software.
which is also reconciled to the eCAPS reports. Of the eleven (11} reports reviewed as discussed in
pages 4 to 5. only nvo reports have been automated. the Schedules of Expendinuwes Summary and
Encumbrances.

Reconunendation
As indicared 1n the prior-year audir recommendation. we recommend thar the Department consider

automating the preparation of the foregoing reports by using computerized bookkeeping sofrware or
fo have the above reports captured and designed from the eCAPS.

Management's Response

The Department will continue the process of automating the preparaton of monthly financial
starements and related reports as resources allow.
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Exhibit B
LOS ANGELES COUNTY
SHERIFF’S INMATE WELFARE FUND

AGREED-UPON PROCEDURES
RECOMMENDED ADDITIONAL REPORTS TO BE SUBMITTED TO THE INMATE
WELFARE COMMISSION
FOR THE PERIOD JULY 1, 2014 THROUGH JUNE 30, 2016

In our previous audits. we reconunended tiree additional reports (Monthly Comparative Statement of
Retentes and Expenditiues. Aunual Compaative Balaice Shieet and Annual Compatative Slateutenl
of Revenues and Expenditures) to be submitted to the Inmate Welfare Commission. Of these three
reports. two have been implemented (the Annual Comparative Balance Sheet and Annual
Comparative Statement of Revenues and Expenditures).

For the reconumended Monthly Comparative Statement of Revenues and Expenditures report. the
Department mentoned in their prior-year audit response thar they will revisit the mnplemenration of
this report as the automation of the existing reports proceeds or is completed. As of June 30. 2017.
we nored thar the Deparnnent had started to auromare the comparative expendinwes section of this
report. With this development. we reconunend that the Department consider fully implementing this
report to include the compararive mionthly revenues. We again attaclied the sawple format of this
report (Exhibit B-1) for the Department’s reference in fully implementing the report.

Mupageent’s Response

The Department will revisit implementation ot a Monthly comparative report as the antomation
of existng reports proceeds or is completed. Cumrently. the unplementation of a Monthly
comparaiive repott is not feasible ar this tine due fo the labor intensive nature of developmg the
existing reports and thme restrictions.
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Exhibit B - 1

LA COUNTY SHERIFF'S DEPARTMENT INMATE WELFARE FUND
STATEMENT OF REVENUE AND EXPENSES

FOR THE MONTH ENDED

(Sample Format)

Current Month Last Month
Tiimate Facilities Total Inmate Total Inmate
Programs Infrastructure Weltare Fund Welfare Fund
Revenue
Conmussions:
Telephone TR O IAXAXEY 8 OO 8 XXXoxxx
Commissary (Keefe) NXOANAXXX ACNNXXX XN XXX B 0 6 O S
Vending machines NNINXXX NXXAXNAY O NRNNUNXX
Total Conmussions AN XRX NN AKX NNCOROORNX
Inferest income NNLXXX O NLXXNXXX NN XXX
Jail enterprise unit XXX XXX AN, OO TREXX
Vocational activities (Hobby Cratt} XX XXX XXX XA Xasaxx XXX XXX
Miscellaneous XXXXX XX NXX XXXXX XXX
Total revenue FOOCKALEXY 8 OOAOLAXY & NN  MAOOXNN
Expenditures
Badges. ID cards and emblems § XXX ¢ XXX 6 XNXXXXXY  § XXXXXNXY
Inmate clotlong XRURLXXX XN X XXX XXX NN
Other personal supplies NNNNNXX XEAXNAXN XNXXXXXX XAXXNXXX
Barber and personal hygiene supplies AXAXRXX OUNARY OUXANNXX X XONXX
Building systeins ANAXNXXX XXRRXXXX AU OO
Mail service ALY XX XXNXEX AL ALY
Etc. {itemized based on chart of accounts) NRNXRXXX XX NN NNX TNXXX XD XXX
Total expenditures NNAXXN XNXENINY NAONKXXXX XNAXXXRX
Excess (deficit) of revenue over
Expenditures XXX XXX L 0 B 6 0 SO 0 A 6,04 NARNNX
Transfers out to County of LA AROLXXXX) AN ORI (NN
Net excess (deficit) of revenue over
Expenditures S XX XENXEN 5§ SRR & OO XX OO0
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Exhibit C
LOS ANGELES COUNTY
SHERIFF'S INMATE WELFARE FUND

AGREED-UPON PROCEDURES
REVIEW OF INTERNAL CONTROLS OVER REVENUE AND EXPENDITURES
FOR THF PERIOD JULY 1, 2014 THROUGH JUNF 30, 2016

Overall. based on the results of our review of the Inmare Welfare Fund's infernal conrrols.
particularly in the areas of disbursements process and controls over revenues and expenditures, we
found that the controls are generally workmg. We noted no findmgs or intemal conrrol weaknesses
during our audit for the fiscal years 2015-2016 and 2014-2015.
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Exhibit D

STATUS OF PRIOR YEAR'S AUDIT FINDINGS AND RECOMMENDATIONS

Prior Years Audit Findings and
Recommendations

Status as of FY 2015-2016

Management's Response

Prior-Andifor’s Recommendations:

1

Mamual  processine  and
computing used to account for
IWF funds - The hmate
Welfare Fund should acquire
an accounting systenl that is
specifically  designed for a
governmental organization and
has the capabilities to perform
the reportorial requirements of
the Department. This would
increase  the amount of
information available to the
Department.  decrease  the
amount of time mvolved m the
preparation of reports and data.
decrease the possibility of
luman erors. and increase the
security  flexibility of IWF
accounting information.

2. Prepare and Subwir 1o the

Inmare _Welfare  Connnission
the  followine  addirienal
FePOITS.

Cowparative annual balance
sheets and  statement  of
revenues and expenditures.

3. Lumgwmel:  Refund  of INMF
Momies — The Department
should follow-up with the

Hacienda La Puente School
District (District) at the end of
each fiscal year in order to
ensure that it receives its
monies timely,

Partially Resolved.

As of June 30. 2006, the
Expendinure Detail and
Encumbrance Derail Schedules
have been automated. Other
reports and schedules continue to

be prepared using Microsoft
Excel software.

Resolved.

These two  additional annual

reports have been prepared and
submitted to the Inmate Welfare
Comumussion effectuve for the
fiscal year 2015-2016.

Resolved.

On November 24. 2015, the ITWF
received $3.350.000 from the
District as final settlement of the
FY 2009-2010 ADA
apportionment.

1o



